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Since the 20th century, with the further development of financial 
globalization, worldwide hedge funds have developed rapidly. However, the 
financial crisis since the 1990s has drew more attention to the issue of financial 
supervision. Hedge funds played an important role in the British Pound Event, 
the Financial Crisis of Southeast Asia, the LTCM event and the US subprime 
crisis, so that it's more and more important to supervise hedge funds in order to 
avoid systemic risk. China also suffered from the Financial Crisis of Southeast 
Asia, and as the focus of global hedge funds investment, China will definitely 
encounter hedge funds. But there is no relevant legislation on it at this stage in 
China. In order to avoid a significant impact on China’s financial market from 
the hedge funds, China should learn the supervisory system for hedge funds 
from developed countries and regions, and improve relevant internal system as 
soon as possible. This paper firstly introduces the basic concepts of hedge funds, 
and then analyzes the supervisory system of developed countries and regions 
and its shortcomings, on the basis of which proposes some opinions to improve 
the situation. At last, this paper puts forward some feasible suggestions for the 
legal supervision of hedge funds in China. 
The introduction section mainly introduces the purpose and research 
methods. 
There are four parts in text, the first part is a summary of hedge funds, 
introducing the concept, characteristics and operation strategies of hedge funds, 
as well as expounding the operation mechanism of hedge funds. 
The second part expounds the transmission mechanism in which hedge 
funds causes systemic risk through introducing the role hedge funds played in 
British Pound Event, the Asian financial crisis, the LTCM event and the US 
subprime crisis, and emphasizes the necessity of strengthening the supervision 















The third part compares and analyzes hedge funds supervisory system of 
the United States, Britain, Japan and Hong Kong, and analyzes their 
shortcomings in order to find out factors can be drawn lessons from for China's 
hedge funds development. 
The final part of this paper puts forward the inevitability of opening 
private equity funds and developing hedge funds in China, and then proposes 
feasible suggestions for legal supervision of its implementation based on the 
above content. 
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